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D i s t r i c t  
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h p l o y e r  I d e n t i f i c a t i o n  Ruber' 
*** ********  ******* *** *** . ********** 
***** *** *** Caae luber 
******* *** ***** ********* 

Peraon t o  Contact: ' 

******** **** ~ 
telephone Amber : 
****  ******** 

Pefer Peply To: 
******************

Dear S i r  o r  flndarn: 

We have considered your applicat ion for  recognition of exemption from Federal 
income tax under Section 501(c)(3)  of the Internal  Revenue C ~ d e .  

The information submitted indicates you were incorporated as  A **** *** co 
Nonprofit Corporation on ****** **  ****. Your statement of pirpose a s  included 
i n  your Ar t i c l e s  of Incorporation is t ha t  you a r e  organized and operated 
exclus ively  fo r  c rea t ive  problem solving and educational purposes within the 
meaning of Sect ion 501 ( c )  (3) of the Internal  Revenue Code. 

In suppdrt of these purposes, you plan t o  operate an a r t  incubator program. The 
purpose of t h i s  program is t o  provide an educational environment where 
p rac t i c ing  a r t i s t s  w i l l  receive ins t ruct ion i n  business methods and pract ices  
which w i l l  s i gn i f i c an t l y  increase t h e i r  chances fo r  f i nanc i a l  success. The 
program allows artists t o  promote, market, s e l l  and negot ia te  piece percentage 
pos i t ion  of t h e i r  o m  artwork t o  the public a t  a ga l l e ry  maintained by the 
organization.  The a r t i o t s  w i l l  a l so  manage and s e l l  art fo r  a r t i a t a  not 
pa r t i c i pa t i ng  in  the incubator program t o  improve s k i l l s  in the  gallery/show 
process. The remaining funds a re  used f o r  overhead, maintenance, and public 
r e l a t i ons .  

You have a* ****  ***  program which is contracted t o  persons outside the 
Foundation. The persons o r  organizations w i l l  be allowed t o  lease the  
organizat ion 's  f a c i l i t i e s  t o  provide community programs. You a l so  intend t o  
e r e c t  an outside sculpture museum open t o  the  public.  

Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( c ) ( l )  of the Income Tax Regulations provides t ha t :  

"An o r g a n i z ~ t i o n  w i l l  be rearded a s  'operated exclusively '  f o r  one o r  more 
exempt purposes only i f  it engages primari ly i n  a c t i v i t i e s  which 
accomplish one o r  more of such exempt purposes speci f ied  in  Section 
501 (c ) (3 ) .  . ." 

Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( d ) ( l ) ( i i )  of the Income Tax Regulations provides t ha t  a l l  
t h e  organizations there  described must serve a publ ic  r a t he r  than a pr ivate  
i n t e r e s t .  



*** ********  ********** ***  

Revenue Ruling 71-395. 19'71-2 C.B. 228, s t a t e s  t h a t  a cooperat ive a r t  qa!?er?r 
formed and operated by a group of a r t i s t s  f o r  the  p l rpose  of exh ib i t ing  and 
s e l l i n g  t h e i r  works does not  qua l i fy  f o r  exemption under ,  Section 5 0 1 ( c ) ( 3 ) .  

Revenue Ruling 76-152. 1976-1 C. B. 151, s t a t e s  t h a t  a nonprdfi t  organizat ion 
formed by a r t  patrons t o  promote community understanding of modern art t rends  by 
s e l e c t i n g  f o r  exh ib i t .  exhibi t ing  and s e l l i n g  art  works, of local  a r t i a t s  while 
r e t a i n i n g  a commission on s a l e s  lesa  than custonary commercial charges and not 
s u f f i c i e n t  t o  cover the  c o s t  of operat ing the  g a l l e r y ,  does not qual i fy  f o r  
exemption under Section 501(c ) (3 ) .  

The a r t  incubator program in  t h i s  case is engaged i n  showing and s e l l i n g  the  
works of artists a t  a l l  l eve l s  of education o r  formal t r a i n i n g  which i a  a 
v e h i c l e  f o r  advancing t h e i r  careers  and promoting the  nale  of t h e i r  work. This 
se rves  t h e  p r i v a t e  purposes of the a r t i s t ,  even though the exhibi t ion  and sa1.e 
of artwork may be an educational a c t i v i t y  i n  o the r  r espec t s .  

The ****  ***  program is ac tua l ly  a lease  agreement t o  al.low other  persons 01. 

organizat ion3 an opportunity t o  use your f a c i l i t i e s  f o r  t h e i r  own community 
programs. I 

Accordingly, it is held t h a t  your organizat ion is not  organized and operated 
exc lus ive ly  f o r  char i t ab le ,  r e l ig ious  o r  educational  ptlrposea and doe8 not  
q u a l i f y  f o r  exemption under Section 501(c ) (3 )  of t h e  I n t e r n a l  Revenue Code. 

I f  you do not  agree with these conclusions, you may, within 30 days from the  
d a t e  of t h i s  l e t t e r ,  f i l e  i n  duplicate a b r i e f  of the  f a c t s ,  law, and argument 
t h a t  c l e a r l y  s e t s  fo r th  your pos i t ion .  I f  you d e s i r e  an o r a l  discussion of t 1 n  

i s s u e ,  p lease  ind ica te  t h i e  i n  your p ro tes t .  The enclosed. Publicat ion 892 give8 
i n s t r u c t i o n s  f o r  f i l i n g  a p ro tes t .  

I f  you do not  f i l e  a p r o t e s t  with t h i s  o f f i c e  within 30 days of the  date of t h i s  
r e p o r t  o r  l e t t e r ,  t h i s  proposed determination w i l l  become f i n a l .  

I f  you do not  p r o t e s t  t h i s  proposed determination i n  a t imely manner, i t  w i l l  be 
considered by the  In te rna l  Revenue Code a s  a f a i l u r e  t o  exhaust ava i l ab le  
admin i s t ra t ive  remedies. Section 7428(b)(2) of t h e  I n t e r n a l  Revenue Code 
provides i n  p a r t  t h a t ,  "A declaratory judgment o r  decree tmder t h i s  Section 
a h a l l  not be issued in  any proceeding unless  the  Tax Court,  the  Court of Claims, 
o r  t h e  d i s t r i c t  cour t  of the  United S ta tes  f o r  t h e  D i s t r i c t  of Columbia 
determines t h a t  t h e  organization involved has exhausted adminis t ra t ive  remedies 
a v a i l a b l e  t o  it within the In te rna l  Revenue Service ."  

I f  t h i s  determination l e t t e r  becomes a f i n a l  determination,  we w i l l  no t i fy  the  
appropr ia te  S t a t e  O f f i c i a l s ,  a s  required by Section 6104(c) of the Code, t h a t  
based on t h e  information we have, we a re  unable t o  recognize you a s  an 
o rgan iza t ion  of the type described in  Code Section 5 0 1 ( c ) ( 3 ) .  

I f  you agree  with these  conclusions o r  do not wish t o  f i l e  a wr i t t en  p r o t e s t ,  
p l e a s e  s i g n  and re tu rn  Form 6018 i n  the enclosed self-addressed envelope a s  soon 
AS poss ib le .  
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*** ********  ********** *** . 

I f  you have any fur ther  questions. please contact  the  person w'nose name and 
tel.ephone number a r e  shorn at the  beginning of t h i s  l e t t e r .  

Sincerely, 

*****  *** ****  
Di s t r i c t  Director 

Enclosures: 
Publication 892 
Form 6018 


